Inlernal Revenue Service Department of (hoe Treasury

Districe Py Commeree SUo dndas Teviy o
director

Date:oeT 15 1996,
Employer 1D Number:

Contact:
AN e : Telephone Number:

Refer Reply To:

Dear Sir or Madam:

We have considered your application tor reco mition of exemplion
from Federal income tax under section S50L(e)(6) of the Internal Revenue Code,

The information submitted indicates You were incorporated on

o i RS $ 'our Articles of Incorporation indicate that
the initial character of the organization's affairs is cooperative
advertising.

You intend tu provide advertising for

franchises in the PR \rca. The franchises provide tax and accounting
services to the public. There are M franchises in the arca. iGN
of the tranchises are members of the organization. Each member is Lo
contribute an equal amount of funds to pay for the advertising. which will
mainly be in the form of mailings. The advertising will contain the names of
the members.

Section 301(¢) of the Code describes certain organizations cxempt from Fodera
income tax under section 501(a) and reads., in part. as follows:
"(6)Business leagues, changers of commerce. real estate boards.
boards of trade. ***_, not organized for profit and no part of the
net earnings of which inures to the benefit of any private
shareholder or individual."

Section 1.301(¢)(B)-1 of the regulations provides as tollows:

"A business league is an association of persons having some common
business interest. the purpose of which is to promote such common
interest and not to engage in regular business of a kind ordinaril:
rarried on for profit. [t is an orgenization of the same general
class as a chamber of commerce or board of trade. Thus, 1its
activities should be directed to the improvement of business
conditions of one or more lines of business as distinguished from
the performance of particular services for individual persons. An
organization whose purpose is to engage in a regular business of a
Kind ordinarily carried on for profit, even though the business is
conducted on a cooperative basis or produces only sufficient incom
to be self-sustaining. is not a business league . ***"
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Fo National Muffler Dealers Associalion, Ine., v, Un PLedh States, 1o vLs
ATT-170_ (1979) a4 trade organization for muffior dealers was not eNempt . [
co ined its membership to dealers franchised by a particular company and jts
actuvities to the business of that company. The court held that Midas Muff]oe,
Franchisees do not constitute a "line or business” ana that tan exemplion as
business league "is not available to aid one group in competition with anothey
within an indust ry".

Revenue Ruling 64-315, 1964-2 C.B. 147 states that an association of merchant -
whose businessces constitute a shopping center expends its funds and engages
exclusively in advertising in various newspapers and on television and radio
in order to attraet customers to the shopping center. This advertising
contained the names of member merchants and their merchandise.  These
activities constitute the performance of particular services for memboers
rather than an activit les directed to the improvement of business conditions
generally as required by the applicable regulations.  The organical ion WHS 1o
entitled to exemption from Federal income tax as an organization described in
section S01(C)(B) of the Internal Revenue Code.

Revenue Ruling 67-77. I967-1 C.B. 138 states that an organization composced of
dealers in d certain make of automobile in a designated arca is organized and
operated for the primary purpose of financing general advertising campaigns (o
promote, with funds contributed by dealer members., the sale of that make of
automobile. 1t was determined that by advertising only the male of actomobile
sold by its members the organization was performing particular services Cor
its members rather than engaging in activities for the improvement of busincsg
conditions in the automotive Iindustry as a whole and was not entitled to

axemplion from Federal income tax as a business league under section SO0 () (6)
of the ITonternal Revenue Code .

Jn the bas.s of the information supplied. we have concluded that you are not
perated to improve the business conditions of one or more lines ol business.
(he organization was formed for the purpose of doing cooperative advertising
‘or o your membery.

‘our organization is like the organization in Revenue Ruling 64-315. The
railings by which your organization advertises the names of its members is the
mly purpose and aclivity of the organization. Such activity constitutes the
erformance of particular services f(or members rather than an activity
lirected to the improvement of business conditions generally.

rimary purpose of yYour organization is to finance advertising, with funds
ontributed by members. to specifically promote the use of your members'
ervices. The organization i1s performing particular services for its members
ather than an activity directed to the improvement of business conditions
enerally.

our organization is also | ike the organization in Revenue Ruling 67-77.  The

inally, your organization is like the organization described in National
ufflers

Wltlers Dea _L"(-_t_r_‘_,_s*__“_y_'__._m__l___-‘_r_w__.‘g_!:_g_(j___&} tates. The organization contines its mombo rship
O businesses franchised by a particul: » company and its activities to ‘
romoting the husiness of that company. Since franchisees do not counstitule i

Fine of business", the organization is not a business league .
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Accordingiy, it is held that vou are not
fncome Lax as an - organizat ion described
Revenue Code and vou qre
Flzo.

entitled Lo exemplion (o oo
in seclion SUTCCI (%Y o ihe
N

fntornad
required to fite Foederal

come Tax Retorns oo Foem

[ you do not agree wilh these conclusions, you mav.owithin 30 davs from {he
dicte of this letter, rite in duplicatoe a briefr o (he Fects, aw., and aroument
that clearly sets Forth your position. IFf you desire an oral discussion o ()
issuc, please indicate this. in Your protest.  The cnelosed Publication 897 g
instructions for Filing g protest.,

t with this office within 20 days of the datoe ol i
osed determination will become final .

1

HEyou do not e a protes
Feport o letter, this prop

It yvon agree with [ hese conclusions or do not wish to tije
please sign and return Form 6018 in the enclosed self-
s possible,

aowritlen protevt
addregsed cnvelore oy oy

Sl

O you have anuy further quest ions,

please contact the person whose
tame and telephone numbe e are shown

at the beginning of this fetter,

Sincerely, A R

\ ) ~ AN

. ' Mt . T
§> E&"b"}::_..\.

Bobby E. Scott
District Dirvetor
nelosures:
Publtication 892
Form 68018




